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At a two-day summit Feb. 11-12, the presidents of Mexico, Venezuela, and Colombia known as the
Group of Three (Grupo de los Tres, G-3) agreed to conclude free trade negotiations among their
countries by next December. Simultaneously, Colombia and Venezuela signed a new multilateral
trade accord with five of the Central American countries, paving the way for creation of a broad free
trade zone in northern Latin America by the end of the decade. In the days prior to the presidential
summit, the G-3 governments announced that no specific accords would be signed on free trade,
since the conference was only aimed at accelerating negotiations. "The conference's basic objective
is simply to analyze the progress achieved so far, and instruct our technical negotiators over how to
proceed," said Mexican President Carlos Salinas de Gortari before travelling to Venezuela, where
the summit was held. As a result, the new "compromise agreement" (Compromiso de Caracas)
which the three heads of state signed on Feb. 12 has been praised as a bold step forward since
it specifically commits the G-3 countries to conclude all trade negotiations by Dec. 31, and sets
January 1994 as the target date for the first free trade accords to take effect. In fact, G-3 negotiators
say weeks of tedious meetings among technical delegations prior to the summit paved the way
for the compromise agreement, since basic "understandings" were already reached on an array of
trade issues. (For previous coverage of the G-3 negotiations and the Caracas summit, see Chronicle
02/11/92.) For example, on Feb. 10 the technical delegations approved the basic outlines of a
permanent G-3 arbitrating panel which will resolve future trade disputes. They also agreed on
guarantees to protect and promote investments under the trade accord, and approved preliminary,
technical rules of origin. All told, the negotiating teams report substantial progress in nine of the
accord's 11 sub- commissions, which include energy, agriculture, environment, culture, tourism,
science and technology, telecommunications, commerce, and air, sea, and land transportation.
"What we've done so far is hammer out agreements on our basic objectives and technical norms,
with the understanding that we are working toward complete trade liberalization among Colombia,
Venezuela, and Mexico," said the president of Venezuela's Foreign Trade Institute (Instituto
de Comercio Exterior, ICE), Miguel Rodriguez Mendoza, who headed Venezuela's technical
negotiating team prior to the summit. "The differences that persist now basically regard the time
frame for opening our economies to free trade." Notwithstanding the progress achieved so far,
the disagreements over the accord's future calendar for implementation may yet snag progress at
the bargaining table, possibly setting back the January 1994 target date. Fundamental differences
exist between Mexico on the one hand, and Colombia and Venezuela on the other. The two South
American countries are lobbying for special concessions in the accord, requesting that Mexico
grant "immediate" duty-free access for Venezuelan and Colombian agricultural products, while
accepting a slow reduction on tariffs for Mexico's industrial exports to those countries, especially
automobiles, petrochemicals, and textiles. According to Colombia and Venezuela, such concessions
are merited given their lower level of industrial development compared to Mexico. Indeed, those
two countries combined produce an annual average of about 200,000 automobiles, compared to
about 500,000 in Mexico. Venezuela as well is under intense pressure from its domestic textile
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industries to avoid any sudden flood of Mexican textiles on the local market. In fact, the head of
the Venezuelan Textile Association (Asociacion Textil Venezolana), Luis Eduardo Brizuela, says
he will lobby the government to completely exclude textiles from the free trade accord. Mexico
in contrast accepts the need for some concessions to its future trade partners, but it rejects the
immediate elimination of duties on agricultural imports, proposing instead a three to five year
calendar of tariff reductions on those products. "Mexico will not just automatically accept the
argument for a concessionary process of trade openings," said Herminio Blanco, head of Mexico's
negotiating team in the G- 3. "We believe the proposed calendars must be refined. We will have
to present the Colombian-Venezuelan proposal to Mexican businessmen, and they will tell us if
they agree or not. Afterward, we'll return to the bargaining table." In addition to disagreements on
the accord calendar, other factors may snag G-3 negotiations. On the one hand, despite the new
compromise agreement, Mexico is believed to favor a slow approach to forming a G-3 trade zone
in order not to jeopardize the North American Free Trade Agreement (NAFTA) negotiated with
the US and Canada. NAFTA includes rules on product origin intended to prevent Mexico from
becoming a trampoline for third countries to export goods to the US duty free. On the other hand,
Mexico demands that both South American countries eliminate all "indirect" subsidies for products
exported under the free trade accord, particularly insisting that Venezuela end local gasoline
subsidies. In Mexico, where gasoline costs US$1.40 per gallon, business associations complain
that Venezuelan goods benefit from subsidized production costs because gasoline sells for US
$0.33 per gallon in Caracas. But any attempt in Colombia or Venezuela to eliminate subsidies will
meet stiff domestic opposition, especially in Venezuela, where fuel price hikes triggered massive
riots in 1989. Nevertheless, even if G-3 negotiations extend beyond the January 1994 target date,
the trade pact is still expected to move forward. In fact, greatly reinforcing the trade talks is the
G-3's commitment to form a multilateral trade accord with the Central American countries by 1996,
which would pave the way for a broad free trade zone in northern Latin America by the end of
the decade. On Feb. 12, following their three-way summit, the G-3 presidents met with the heads
of state of Guatemala, El Salvador, Honduras, Nicaragua, Costa Rica, and Panama. All attending
presidents signed the Caracas Declaration (Declaracion de Caracas), which calls for an eventual
multilateral free trade pact among all those countries. In addition, the declaration calls for talks
with the heads of the 13 member states of the Caribbean Community (Caricom) to eventually draw
those countries into the free trade zone as well. Caricom states will be invited to attend the next G-3/
Central America conference. Moreover parallel to the Caracas Declaration Colombia and Venezuela
signed a new free trade accord with five of the Central American countries. (Panama was excluded,
pending that nation's eventual entry into the Central American Integration System Sistema de
Integracion Centroamericana, SICA.) The parallel accord calls for gradual elimination of tariffs on
products exchanged between both regions over a 10 year period. Under the agreement, Colombia
and Venezuela will steadily eliminate tariffs on some 1,200 Central American products within three
to five years, beginning with an immediate tariff reduction to below 20% on about 500 products by
July 1, 1993. Central America will in turn eliminate tariffs on some 4,000 Venezuelan and Colombian
imports within five to 10 years, with the first tariff reductions to begin in 1996. The parallel accord is
thus timed to coincide with free trade agreements already negotiated between Mexico and Central
America last year. Under the Mexico-Central America accords, a free trade zone is to be established
between Mexico and the isthmus by January 1996. "The trade negotiations between Mexico and
Central America and the new accord signed by Central America, Colombia, and Venezuela are
deliberately convergent agreements," said Rosario Green, Mexico's deputy foreign relations
secretary. "The idea is to take advantage of the bilateral negotiations among those regions so that by
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1996, they will harmoniously coincide." (Sources: Inter Press Service, 02/10/93, 02/12/93; New York
Times, 02/15/93; Agencia Centroamericana de Noticias-Spanish news service EFE, 02/17/93; Spanish
news service EFE, 02/10/93, 02/12/93, 02/18/93; Agence France-Presse, 02/08/93, 02/10/93, 02/12/93,
02/14/93, 02/18/93, 02/19/93; Notimex, 02/07/93- 02/12/93, 02/18/93, 02/19/93, 02/21/93)
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